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THE  STATE  DEBTS. 


The  European,  and  particularly  the  British  journals,  are  in  the  habit 
of  speaking  of  the  failure,  or  rather  temporary  delay,  on  the  part  of 
some  of  our  State  governments  to  meet  the  payments  of  interest  due 
on  the  loans  which  they  have  contracted  abroad,  as  an  instance  of 
dishonesty  entirely  unexampled  in  the  history  of  the  civilized  world, — 
as  a  lasting  disgrace  to  the  American  name, — and  even  as  a  proof 
that  our  political  institutions  are  incompetent  to  effect  the  most  neces¬ 
sary  objects  of  an  efficient  government.  Without  feeling  the  slight¬ 
est  disposition  to  extenuate  what  we  regard  as  a  very  grave  error  in 
the  administration  of  the  delinquent  States,  we  must  nevertheless  be 
permitted  to  say,  that  there  are  few  nations  in  Europe  which  have  a 
right  to  take  upon  this  subject  the  high  denunciatory  tone  to  which 
we  have  alluded.  If  the  financial  history  of  that  part  of  the  world 
were  brought  under  review  for  this  purpose,  it  would  be  much  easier 
to  find  precedents  for  delinquency  than  for  a  practical  discharge  of 
national  debts.  The  United  States  are  the  only  community  which, 
after  once  contracting  a  large  public  debt,  have  punctually  paid  it  off 
to  the  last  dollar  ;  and  this  honorable  distinction  ought  to  entitle  them, 
whether  in  their  united  character  or  as  individual  States,  to  a  chari¬ 
table  construction  of  any  course  of  conduct  which  may  wear  an  ap¬ 
pearance  of  a  disregard  for  the  obligation  of  contracts, — especially 
where  such  conduct  is  obviously  in  a  considerable  degree  the  result  of 
temporary  causes  that  are  rapidly  losing  their  influence. 

Great  Britain  herself,  though  she  has  thus  far  succeeded  in  paying 
the  interest  of  her  enormous  public  debt  by  laying  the  whole  habitable 
globe  under  contribution,  and  imposing  burdens  upon  labor  at  home 
which  have  reduced  a  large  part  of  her  working  population  to  a  state 
of  actual  or  virtual  pauperism,  and  which  threaten  the  existence  of 
her  political  institutions,  is  yet  by  no  means  free  from  the  reproach  of 
having  violated  her  promises  to  the  public  creditor.  The  celebrated 
Order  in  Council  by  which  the  Government  prohibited  the  Bank  of 
England  from  paying  its  notes,  impaired  the  obligations  of  contracts 
more  directly,  though  in  a  different  way,  than  the  failure  of  some  of 
our  States  to  pay  the  interest  on  their  debts.  This  prohibition  was 
not,  as  is  well  known,  a  temporary  and  transient  thing,  as  will  cer¬ 
tainly  prove  to  be  the  case  with  the  delinquency  of  our  States,  but 


4 


was  maintained  for  twenty  years  in  succession,  and  furnishes  one  of 
the  few  examples  in  which  repudiation  has  not  only  been  practised, 
but  publicly  proclaimed  and  enforced,  as  the  law  of  the  land.  The 
bad  example  which  was  set  by  Great  Britain  on  that  occasion,  has 
been  twice  imitated  in  this  country, — in  the  general  suspension  of 
bank  payments  that  took  place  during  the  war,  and  in  the  year  1837. 
These  were  authorized  or  countenanced  to  a  greater  or  less  extent,  by 
the  General  and  all  the  State  Governments,  and  they  brought  home 
the  moral  responsibility  for  Repudiation  to  the  doors  of  a  very  large 
portion,  perhaps  we  may  say  a  majority,  of  our  active  citizens,  whether 
considered  in  their  private  or  political  character.  If,  therefore,  foreign 
nations  have  very  little  right  to  assume  on  this  subject  the  high  tone 
of  injured  innocence,  it  is  equally  true  that  the  various  classes,  pro¬ 
fessions,  and  parties,  into  which  we  are  divided  among  ourselves,  have 
as  little  right  to  indulge  in  the  language  of  harsh  recrimination  in  re¬ 
gard  to  each  other.  Those,  also,  who  profess  the  strongest  zeal  for 
the  maintenance  of  the  credit  of  the  States — as  for  example,  the  Ex- 
President  of  the  United  States  Bank — are  dyed  more  deeply,  perhaps, 
than  any  other  portion  of  the  community,  with  the  stain  of  Bank  Re¬ 
pudiation.  We  are  all,  both  as  communities  and  individuals,  to  a 
greater  or  less  extent  involved  in  the  responsibility  for  the  state  of 
things  which  has  occurred  ;  and,  what  is  more  to  the  point  in  reference 
to  the  tone  taken  upon  the  subject  abroad,  the  foreign  communities 
and  institutions  that  complain  most  loudly,  share  with  us  largely  in 
this  responsibility,  and  have  been  themselves,  in  no  small  degree,  the 
immediate  authors  of  the  evils  under  which  they  are  now  suffering. 

For  it  is  not  true,  as  has  been  at  times  asserted  or  insinuated,  that 
there  has  been  in  any  part  of  these  transactions  any  deliberate  fraud, 
or  intention  to  deceive,  on  the  part  of  any  of  the  State  Governments. 
The  debts  have  been  all  contracted  in  good  faith,  under  circumstances 
which  authorized  a  reasonable  expectation  of  being  able  to  provide 
for  them,  principal  and  interest;  and  for  the  most  part,  for  purposes 
not  only  right  and  proper,  but  highly  honorable  to  the  contracting  par¬ 
ties.  The  origin  of  these  debts  contrasts,  in  fact,  most  favorably  with 
that  of  the  immense  masses  of  public  debt  now  existing  in  Europe. 
These  have  generally  had  their  source  in  the  reckless  ambition  or 
wasteful  prodigality  of  the  rulers  of  nations.  The  financial  embar¬ 
rassments  that  were  the  immediate  cause  of  the  French  Revolution, 
grew  out  of  the  boundless  expense  of  the  wars  of  Lonis  XIV.,  and 
the  incalculable  amount  which  he  lavished  upon  court  favorites  and 
festivals.  The  beginning  of  the  present  Spanish  debt  was  a  loan  of 
forty -millions  of  hard  money,  equal  to  at  least  a  hundred  and  twenty 
at  the  present  day,  contracted  by  Philip  V.,  for  the  purpose  of  laying 
out  a  garden  with  fountains,  in  imitation  of  the  splendid  bauble  of 
Versailles.  The  present  debts  of  Great  Britain,  France,  and  the  other 
principal  nations,  are,  for  the  most  part,  the  results  of  the  wars  of  the 
French  Revolution  ;  and  although  a  just  and  necessary  war  carried  on 
for  the  defence  of  a  country,  is  the  highest  and  noblest  object  to  which 
the  public  funds  can  be  devoted,  and  takes  precedence,  from  the  na¬ 
ture  of  the  case,  of  any  other  claim,  it  may  well  be  doubted  how  far 
any  of  the  late  European  struggles  realize,  on  either  side,  any  near 
approach  to  that  character. 


5 


The  origin  of  most  of  our  State  debts  is  entirely  different.  They 
were  contracted  for  the  purpose  of  covering  the  expense  of  important 
works  of  public  improvement,  and  have  been  applied  to  this  purpose 
with  as  much  fidelity  and  discretion  as  can  be  expected  in  cases  of 
this  description.  New  communications  have  been  opened  by  rail-roads 
and  canals  between  different  parts  of  the  country,  generally  at  points 
where  they  were  really  wanted,  and  will  be  of  immediate  service.  In 
some  few  cases  the  rage  for  speculation  and  facility  of  obtaining  loans, 
which  characterized  the  period  when  the  debts  were  contracted,  may 
have  given  rise  to  projects,  not  precisely  of  this  character ;  but  of 
these  the  worst  that  can  be  said  of  them  is  that  they  are  premature. 
The  population  and  business  of  the  country  are  growing  up  to  them 
so  rapidly,  that  those  which  now  seem  the  least  necessary,  will  become 
in  a  few  short  years  crowded  thoroughfares.  The  results  of  the  vast 
enterprises  of  a  similar  kind  which  had  partially  been  undertaken  and 
carried  through  by  States — especially  that  of  the  New  York  Canal  — 
created,  and  to  a  certain  extent  authorized  the  expectation  that  they 
would  produce  an  income  sufficient  to  pay  the  interest,  and  finally 
extinguish  the  principal,  of  the  loans  which  had  furnished  the  means 
for  their  construction.  This  expectation  has  not,  in  all  cases,  been 
realized.  Sometimes  because  the  credit  of  a  State  failed  before  the 
works  could  be  completed  and  put  in  operation  ;  in  other  cases,  be¬ 
cause  particular  works,  as  has  been  intimated,  were  in  advance  of  the 
state  of  improvement  of  the  part  of  the  country  where  they  were 
erected.  This  is  the  immediate  cause  of  the  difficulty.  But  there 
cannot  be  a  doubt,  that  they  will,  in  the  end,  almost  without  exception, 
become  productive,  and  not  only  cover  the  cost  of  their  construction, 
but  prove  sources  of  vast  revenue. 

The  power  of  obtaining  the  means  necessary  for  the  construction  of 
these  works  was  in  a  great  measure  the  result  of  the  liberality  with  which 
the  British  capitalists  extended  their  accommodations  to  all  who  chose 
to  apply  for  them  ;  and  it  is  here  that  the  responsibility  for  the  failure 
that  has  occurred  comes  home,  as  we  remarked  just  now  that  it  does, 
in  no  small  degree  to  the  door  of  those  who  complain  most  loudly  of 
its  operation  upon  themselves.  At  the  period  when  the  loans  were 
contracted,  a  spirit  of  wild  speculation  pervaded  the  whole  community, 
and  was  nourished  by  constantly  increasing  and  apparently  intermi¬ 
nable  emissions  of  paper  securities  in  all  their  varieties  of  form,  from 
State  stocks  to  bank  and  individual  notes.  The  fever  extended  itself 
through  the  whole  Christian  world,  which  constitutes,  in  fact,  con¬ 
sidered  under  an  economical  view,  but  one  vast  system.  The  centre 
of  this  system  — the  heart  of  this  immense  body — is  at  London;  and 
any  movement  that  powerfully  agitates  the  parts,  must  necessarily  have 
its  source  in  the  British  metropolis.  It  has  accordingly  been  often 
pointed  out  as  one  of  the  great  evils  of  the  so-called  “  credit  system,” 
that  it  brings  the  whole  industry  of  the  country  under  a  foreign 
influence  from  which  no  prudence  nor  foresight  can  afford  the  means 
of  escape.  It  has  sometimes  been  said  that  the  termination  of  the 
charter  of  the  United  States  Bank,  and  the  somewhat  more  ample 
development  of  the  State  bank  system  which  naturally  followed,  were 
the  immediate  causes  of  the  vast  expansion  of  credit  which  took  place 
at  the  period  now  adverted  to.  In  this,  as  in  most  other  merely  par- 


6 


tizan  theories,  there  is  a  grain  of  truth  mixed  up  with  bushels  of  error. 
The  suppression  of  the  United  States  Bank  may  have  operated  to  a 
limited  extent  in  the  way  here  supposed,  although — since  it  was  con¬ 
tinued  in  an  altered  form,  but,  as  its  President  remarked  at  the  time, 
with  augmented  efficiency,  until  long  after  the  close  of  the  speculating 
period — it  is  difficult  to  conceive  how  the  expiration  of  its  charter  from 
the  General  Government  could  have  produced  the  practical  effects  of 
suppression.  But  however  this  may  be,  it  is  obviously  as  idle  to  look 
to  any  other  quarter  than  London  for  the  origin  of  an  impulse  that 
pervades  the  whole  commercial  system,  as  it  would  be  to  look  for  the 
source  of  the  light  of  day  to  any  other  quarter  than  the  sun.  London 
is  the  place  where  all  accounts  of  the  commercial  world  are  settled, 
their  balances  adjusted  and  the  means  disposable  for  future  operations 
ascertained.  It  is  there  that  all  public  loans  are  contracted — that 
bankers  sit  in  judgment  upon  the  credit  of  emperors  and  kings,  and 
deny  or  deal  out  millions  to  them  at  discretion  : — a  very  important 
change  from  the  practice  of  the  period  when  a  king  who  wanted  money 
extorted  it  from  the  Barings  or  Rothschilds  of  the  day  by  causing  their 
teeth  to  be  drawn  one  after  another  until  they  consented  to  his  terms. 
It  is  there,  of  course,  and  there  only,  that  a  great  and  general  financial 
movement  can  take  its  rise.  And  these  remarks  are  more  particularly 
true  in  reference  to  the  money  market  of  the  United  States,  which  are, 
for  obvious  reasons,  far  more  intimately  bound  to  the  centre  of  the 
system,  and  sympathize  far  more  closely  with  its  condition,  than  any 
other  foreign  member.  We  find,  accordingly,  on  recurring  to  the 
history  of  the  period  now  alluded  to,  that  the  facilities  afforded  by  the 
British  bankers  to  all  who  sought  and  would  accept  them,  and  the  rage 
for  American  investments  which  then  pervaded  the  London  market, 
were  the  most  striking  features  in  the  commercial  aspect  of  the  times ; 
while  the  sudden  determination  of  the  Bank  of  England  to  curtail  her 
credits,  though  resulting  from  circumstances  entirely  foreign  to  the 
state  of  our  market,  was  among  the  most  powerful  immediate  causes 
of  the  violent  reaction  that  followed. 

England,  therefore,  is  herself  commercially  and  morally  responsible 
in  no  small  degree  for  the  thoughtless  haste  with  which  engagements 
were  at  one  time  entered  into  on  this  side  the  water,  and  which  could 
not  well  have  had  any  other  result  than  failure.  We  say  this  not  for 
the  purpose  of  extenuating  any  voluntary  omission  on  our  part  to  fulfil 
these  engagements  to  the  letter,  but  simply  for  the  purpose  of  placing 
in  a  proper  light  the  severe  animadversions  of  our  foreign  creditors, 
and  of  laying  the  responsibility  for  the  whole  matter  at  the  door  where 
it  properly  belongs.  Even  the  severity  of  these  animadversions,  though 
in  some  degree  unjust  and  ill-directed,  is  not  to  be  wondered  at,  con¬ 
sidering  the  character  of  the  persons  from  whom  it  immediately 
proceeds.  These  are  not  the  great  bankers  who  negotiated  the  loans, 
and  who  are  intimately  acquainted  with  the  secret  springs  that  have 
operated  throughout  the  whole  transaction.  The  stock  has  passed  out 
of  their  hands  into  those  of  another  class — men  and  women  of  mode¬ 
rate  income,  to  whom  the  difference  in  the  amount  of  interest  which 
is  paid  here  and  in  England,  was  a  consideration  of  great  consequence; 
who  are  very  imperfectly  informed  of  the  laws  that  regulate  the  revolu¬ 
tions  in  the  money  market,  but  who  know  too  well  that  in  a  vain 
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attempt  to  make  a  small  addition  to  their  already  limited  resources, 
they  have,  temporarily  at  least,  lost  the  whole.  They  naturally  look 
to  the  foreign  debtor  on  whom  the  legal  obligation  to  pay  them  rests, 
and  pour  out  upon  his  head  all  the  vials  of  their  wrath,  without 
recollecting,  or  if  they  do  recollect,  deriving  very  little  comfort  from 
this  fact — that  the  tempter  who  persuaded  the  foreigner  to  promise, 
and  then  to  receive  his  promises  in  exchange  for  ready  money,  is 
domiciliated  nearer  home — even  at  their  own  doors. 

The  failures  of  the  public  works  that  were  erected  with  the  means 
supplied  by  these  loans,  to  furnish  a  revenue  sufficient  to  meet  even 
the  interest  due  upon  them,  produced  almost  by  necessity  a  temporary 
suspension  of  payments.  The  fund  originally  relied  upon  had  disap¬ 
pointed  expectations,  and  some  delay  must  inevitably  occur  before  new 
ways  and  means  could  be  discovered  and  brought  into  action.  In  the 
meantime,  an  event  occurred  of  a  nature  to  aggravate  immensely  our 
existing  difficulty,  and  to  constitute,  with  impartial  and  disinterested 
judges,  a  sufficient  apology  for  most,  if  not  all,  of  the  cases  of  apparent 
delinquency  in  State  governments;  we  allude,  of  course,  to  the  general 
bank  repudiation  of  1837.  We  cannot  here  enter  into  a  consideration 
of  the  causes  of  that  disastrous  occurrence.  One  of  the  most  influ¬ 
ential  was  the  determination  of  the  Bank  of  England,  alluded  to  above, 
to  contract  its  credits  ; — another,  the  unhappy  resolution  of  the  General 
Government  to  distribute  among  the  States  the  surplus  funds  then  in 
the  treasury,  which  compelled  the  deposit  banks  to  diminish  their 
credits  at  the  rate  of  more  than  nine  million  dollars  a  quarter ;  a  third 
may  probably  be  found  in  the  natural  tendency  to  export  specie,  which 
results,  in  all  cases,  from  an  extraordinary  expansion  of  the  currency, 
as  long  as  the  banks  remain  solvent ; — and  possibly  a  fourth  in  the 
bearing  of  the  measure  upon  the  success  of  the  new  administration. 
But  whatever  the  causes  may  have  been,  the  effect  was  but  too  obvious 
in  a  complete  change  in  the  state  of  the  currency,  and  a  universal 
confusion  in  all  branches  of  business.  In  some  cases,  as  in  that  of  the 
great  Illinois  canal,  it  was  necessary  to  suspend  the  most  important 
works  before  they  were  completed,  and  in  a  condition  to  become  pro¬ 
ductive.  At  a  moment  of  general  embarrassment  and  distress,  it  was 
next  to  impossible  to  bring  into  action  new  sources  of  revenue,  while 
the  state  of  the  banks  rendered  it  equally  difficult  to  obtain  the  tempo¬ 
rary  accommodations  which  under  other  circumstances  might  have 
been  resorted  to  until  more  substantial  resources  could  be  procured. 
Add  to  this,  that  a  large  portion  of  the  men  of  business  and  property 
looked  to  the  General  Government  to  provide  a  remedy,  by  chartering 
a  new  United  States  Bank,  establishing  a  National  Exchequer,  or 
contriving  by  some  other  legerdemain  process,  to  put  money  into  the 
pockets  of  the  people  without  the  intervention  of  the  old-fashioned  and 
exploded  machinery  of  labor.  Instead  of  applying  their  own  shoulders 
to  the  wheel,  they  called  aloud  upon  Hercules,  wasting  their  time  and 
the  little  money  that  was  left  them,  in  a  desperate  effort  to  effect  a 
change  in  the  national  administration.  This  effort,  very  unexpectedly 
to  all  parties,  succeeded,  and  but  for  the  wholly  accidental  change 
which  took  place  immediately  after  in  the  person  of  the  chief  magis¬ 
trate,  a  national  bank  might,  perhaps,  have  been  chartered  ;  and,  had 
it  gone  into  effect,  another  panic  of  expansion  might  have  intervened, 
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which  would  have  afforded  the  debtor  States  some  facilities  for  settling 
their  accounts.  The  death  of  General  Harrison  once  more  put  a  new 
face  upon  the  whole  matter;  and  the  only  result  of  the  experiment  was, 
to  protract  a  year  or  two  longer  than  it  might  otherwise  have  lasted, 
the  confusion,  embarrassment,  and  insolvency  that  prevailed  through¬ 
out  the  whole  commercial  part  of  the  community. 

The  course  of  events  to  which  we  have  now  briefly  adverted,  fur¬ 
nishes  a  satisfactory  account,  if  not  a  complete  apology,  for  the  hesita¬ 
tion  and  delay  exhibited  by  some  of  the  indebted  States  in  providing 
means  to  meet  their  payments,  but  it  will  furnish  neither  justification 
nor  even  apology  much  longer.  The  state  of  things  to  which  we  have 
alluded,  has  now  ceased  to  exist.  The  expectation  of  any  action  on 
the  part  of  the  General  Government,  that  will  operate  materially 
upon  the  money  market,  is  given  up.  The  Bank  has  been  de¬ 
clared,  by  one  of  its  leading  champions,  to  be  an  “  obsolete  idea.” 
The  National  Exchequer  finds  no  support  except  from  its  unsupported 
author,  and  it  is  felt  by  all  that  trade  and  the  currency  must  be  left  to 
regulate  themselves.  This  they  have  in  a  great  measure  already  done. 
The  business  of  the  country  is  rapidly  reviving  in  all  its  branches,  and 
is  understood  to  be  conducted,  in  general,  on  sound  principles.  The 
currency  has  settled  down  upon  a  specie  basis  ;  and  although  the  great 
contraction  which  it  has  sustained  has  necessarily  brought  with  it  a 
depression  of  prices,  yet  this,  as  it  operates  equally  on  all,  is  no  hard¬ 
ship  to  any  one,  while  it  furnishes  the  best  protection  they  could  have 
for  our  home  manufactures.  Exchanges,  which  it  was  thought  could 
not  be  regulated  without  a  National  Bank,  are  in  the  most  satisfactory 
state.  The  heavens  have  smiled  upon  the  efforts  of  labor,  and  its  pro¬ 
ducts  were  never  more  abundant  than  the  present  year.  This  has 
naturally  turned  in  our  favor  the  balance  of  foreign  trade,  and  specie  is 
flowing  in  upon  us  at  every  port.  The  period,  though  perhaps  less 
favorable  than  some  preceding  ones,  for  mere  speculation,  is  eminently 
propitious  for  healthy  and  vigorous  action.  Every  man  of  sense  and 
honesty  must  feel  that  he  has  now  no  apology  for  hesitation  or  delay 
in  settling  his  affairs.  The  time,  in  short,  has  come — to  apply  our 
remarks  more  particularly  to  the  subject  before  us — when  the  govern¬ 
ments  of  the  indebted  States  are  bound  by  every  consideration  of  duty, 
honor,  and  policy,  to  look  their  obligations  fairly  in  the  face,  and 
make  that  ample  and  immediate  provision  to  meet  those  payments 
which  they  are  all  able,  and  ought  to  be  all  anxious  to  make  at  the 
earliest  possible  opportunity. 

We  propose,  in  the  remainder  of  this  article,  to  suggest  some  reasons 
why  the  indebted  governments  ought  to  lose  no  time  in  attending  to 
this  business,  and  then  to  state  a  few  particulars  in  regard  to  the  con¬ 
dition  of  some  of  the  indebted  States,  and  the  measures  which  they 
have  adopted  for  the  purpose  of  meeting  their  engagements. 

The  first  and  most  obvious,  but  at  the  same  time  the  most  urgent 
consideration  applicable  to  the  subject,  is  the  moral  obligation  to  pay 
a  just  debt  according  to  the  terms  of  the  contract.  It  would  be  super¬ 
fluous,  and  perhaps  disrespectful,  to  the  parties  more  particularly  in 
view  in  this  article,  to  enlarge  upon  the  nature  and  stringency  of  this 
obligation.  Few  are  insensible  to  its  claims,  and  the  failure  to  satisfy 
them  is  generally  the  result  of  a  want  of  means  father  than  of  inclina- 
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tion.  It  may  not,  however,  be  altogether  out  of  place  to  remark,  that 
this  obligation  presses  with  even  greater  force  upon  governments  than 
upon  individuals, — first,  because  the  debts  of  governments,  which  are 
exempt,  as  such,  from  liability  to  legal  coercion,  are  all  debts  of  honor, 
and  belong  to  that  class  which  men  who  think  but  lightly  of  a  merely 
moral  or  even  legal  obligation,  nevertheless  deem  it  a  sacred  duty  to 
pay  ; — secondly,  because  the  sphere  of  action  in  which  governments 
are  engaged  is  so  vast,  and  the  concerns  which  occupy  them  so  impor¬ 
tant,  that  the  results  of  their  councils,  whether  for  good  or  evil,  are 
vastly  more  momentous,  and  their  errors  of  all  kinds,  in  the  same  pro¬ 
portion,  more  injurious,  than  those  of  individuals  ; — thirdly,  because 
their  conspicuous  position  renders  their  conduct  an  example  to  individ¬ 
uals,  and  one  which  commonly  acts  with  decisive  force  upon  the  char¬ 
acter  of  the  whole  community.  Governments  are  the  fountains  of  law 
and  justice,  and  if  these  are  infected  with  poison,  it  follows  of  neces¬ 
sity,  that  disease  will  spread  itself  through  the  State.  There  are,  no 
doubt,  examples  of  individual  misconduct  under  the  best  governments; 
but  when  vice  becomes  general,  so  as  to  give  a  coloring  to  national 
character,  it  is  always  the  result  of  the  action  of  the  government — that 
is,  of  vicious  legislation  or  administration.  We  have  unfortunately 
had  occasion  to  see  the  truth  of  this  remark  exemplified  very  recently 
in  our  own  country,  and  in  connection  with  the  subject  which  wre  are 
now  treating.  It  is  impossible  not  to  perceive  that  there  has  existed 
among  us  of  late  years  an  increasing  laxity  of  feeling  in  regard  to  pecu¬ 
niary  obligation;  that  breaches  of  trust,  swindling,  and  fraudulent 
bankruptcy,  have  acquired  a  scandalous  frequency.  Instead  of  being, 
as  they  once  were,  occurrences  of  extreme  rarity,  and  as  such  regarded 
with  astonishment  as  well  as  horror,  they  now  form  a  regular  depart¬ 
ment  in  the  journals ;  and,  if  we  may  draw  any  conclusion  from  the 
unwillingness  of  jurors  to  convict  offenders  of  this  description,  and  the 
readiness  with  which  the  most  distinguished  counsel  press  forward  to 
rescue  them  from  a  fate  they  deserve,  are  viewed  with  a  sort  of  indul¬ 
gence.  This  unhappy  change  in  the  moral  feeling  of  the  community 
connects  itself  in  the  order  of  cause  and  effect,  as  well  as  that  of  time, 
with  the  numerous  instances  of  toleration  and  countenance  shown  in 
quarters  of  the  highest  authority  to  pecuniary  corruption — with  the 
avowed  and  concerted  repudiation,  by  a  whole  class  of  wealthy  corpo¬ 
rations,  of  their  solemn  promises  to  pay,  in  which  they  were  generally, 
as  has  been  already  remarked,  sustained  and  justified  by  nearly  all  the 
State  governments — and  with  that  deplorable  law  of  Congress  by  which 
the  debtors  were  authorized  to  exempt  themselves  by  their  own  act 
from  all  obligation  to  pay  their  debts  ;  a  principle  which  it  was  reserved 
for  the  government  of  the  United  States  to  introduce,  for  the  first  time 
in  the  history  of  the  world,  into  a  code  of  laws  as  a  permanent  enact¬ 
ment,  and  which,  happily  for  the  honor  of  the  country,  the  same  Con¬ 
gress  that  enacted  it,  at  a  subsequent  moment  of  recovered  sanity, 
expunged  from  the  statute  book. 

It  has  been  announced  as  a  maxim  by  European  writers  on  this  sub¬ 
ject,  that  if  honor  and  justice  were  extinguished  in  the  hearts  of  every 
other  class  of  persons,  they  ought  to  find  refuge  in  those  of  Princes.  It 
is  much  to  be  regretted  that  the  conduct  of  the  Princes  of  Europe  is 
very  far  from  exhibiting  an  uninterrupted  conformity  to  this  excellent 
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rule;  and  we  are  rather  apt  in  this  country  to  deduce  from  the  not 
unfrequent,  and,  in  some  cases,  scandalous  aberrations  of  these  hered¬ 
itary  rulers,  an  argument  in  favor  of  our  own  institutions.  We  are 
fond  of  proclaiming  with  Montesquieu,  that  virtue  is  t he  natural  growth 
and  peculiar  character  of  republics  ;  and  of  asserting  with  emphasis 
amounting  almost  to  affectation,  that  the  future  fortunes  of  the  human 
race  are  staked  upon  the  issue  of  our  political  experiment.  But  if  the 
men  whom  we  elevate  to  places  of  power,  trust,  and  honor,  as  the  ablest 
and  best  among  us,  are  stained  with  vices  of  a  still  deeper  dye  than 
those  which  prevail  in  the  courts  of  the  old  world,  our  complacent 
eulogies  upon  ourselves  will  be  answered  from  beyond  the  water  in  no 
very  agreeable  terms,  and  it  will  begin  to  be  thought  a  matter  of  no 
great  importance  to  the  future  fortunes  of  the  universe  whether  our 
experiments  succeed  or  not.  We  owe  it  to  the  honor  of  our  republican 
government  to  hold  up  a  higher  standard  of  morals,  public  and  private, 
than  has  ever  been  exhibited  before.  This  we  have,  perhaps,  thus  far 
in  general  done.  The  characters  of  our  distinguished  men  for  half  a 
century  in  succession,  appear  to  no  disadvantage  when  compared  with 
the  purest  of  any  period  of  history.  Our  credit  has  been  till  recently 
unquestioned,  and,  as  has  been  remarked,  we  have  set  the  first  example 
of  actually  paying  off  the  principal  of  a  large  public  debt.  In  our 
intercourse  with  other  nations,  as  well  as  in  our  national  administra¬ 
tion,  we  have  constantly  appealed  to  the  highest  principles  of  justice 
and  humanity  as  the  proper  rules  of  conduct,  observing  them  ourselves, 
and  exacting  the  observation  of  them  from  others.  Shall  we  now 
degenerate  from  the  standard  we  have  raised,  and  prove  that  we  are 
incapable  of  following,  even  for  a  single  generation,  the  example  set  by 
our  fathers?  After  insisting  on  indemnity  to  the  last  cent  from  every 
foreign  power  that  has  ever  done  us  wrong,  in  some  cases  even  where 
the  claim  seemed  almost  questionable,  shall  we  refuse  to  satisfy  the 
undoubted  claims  of  foreigners  who,  at  our  own  desire,  and  in  the  con¬ 
fidence  which  they  felt  in  our  good  faith  and  habits  of  honorable  deal¬ 
ing,  have  placed  their  property  in  our  hands?  We  should  do  great 
injustice  to  the  feelings  of  any  American  Legislature  to  suppose,  for  a 
moment,  that  they  could  deliberately  adopt  such  a  course. 

The  obligation  to  pay  a  just  debt,  considered  simply  in  itself,  applies 
with  equal  force,  in  all  cases,  without  regard  to  the  character  of  the 
creditor.  A  wealthy  capitalist,  who  would  perhaps  sustain  no  material 
inconvenience  from  the  loss  of  a  claim,  has  the  same  right  in  mere  jus¬ 
tice  to  enforce  it,  as  the  poor  laborer  who  depends  upon  receiving  every 
dollar  as  it  becomes  due  to  him,  for  his  daily  subsistence.  But  in 
cases  of  the  latter  description,  the  obligation  imposed  by  strict  justice, 
is  reinforced  by  the  strongest  considerations  of  humanity,  and  the  in¬ 
dividual  who  refuses  to  acknowledge  it  is  regarded  not  merely  as  an 
offender  against  the  strict  rule  of  law  and  right,  but  as  false  to  every 
generous  and  honorable  feeling.  A  large  proportion  of  the  cases 
affected  by  the  legislative  action  of  the  States  upon  this  subject,  are 
understood  to  be  of  this  character.  The  loans  which  were  negotiated, 
in  the  first  instance,  by  wealthy  bankers,  who  might  have  waited  a  long 
time  for  their  money,  and  perhaps  lost  it  without  any  actual  suffering, 
have  passed  out  of  their  hands,  as  has  been  remarked,  and  are  now 
held,  in  small  portions,  by  persons  generally  in  moderate  circumstances, 
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who  rely  upon  a  regular  receipt  of  the  interest  as  the  only  means  to 
pay  their  quarterly  rent,  and  buy  their  daily  bread.  Small  proprietors, 
retired  military  and  naval  |>fficers,  scholars,  clergymen,  ladies,  distrust¬ 
ing  the  securities  held  forth  by  the  corrupt  institutions  of  the  old  world, 
and  seeking,  very  properly  and  fairly,  to  avail  themselves  of  the  higher 
rates; of  interest  paid  in  this  country,  have  placed  themselves  among 
the  pensioners  on  the  justice — not  the  bounty — of  our  young  and  flour¬ 
ishing  Republics.  Are  the  powerful  and  prosperous  States  of  this 
Confederacy,  with  mines  of  wealth  opening  upon  them  in  every  quar¬ 
ter,  prepared  to  visit  with  grinding  penury,  and  perhaps  absolute  star¬ 
vation,  a  class  of  persons  whose  only  crime  is  that,  in  full  reliance  upon 
our  sense  of  justice  and  honor,  they  have  intrusted  their  property  to 
our  hands?  Several  particular  cases  of  great  hardship  have  been 
brought  to  the  notice  of  the  public,  and  serve  to  confirm  the  above 
general  statements  in  regard  to  the  situation  of  our  foreign  creditors. 
General  Hamilton,  of  Mississippi,  mentions  a  Bri  isli  officer,  whom  he 
met  with  at  London,  who  then  retained  in  his  body  two  or  three  mus¬ 
ket  balls  with  which  he  had  been  wounded  in  the  battles  on  our  fron¬ 
tier  during  the  last  war,  but  who  bore  so  little  malice  on  that  account, 
that  on  retiring  from  the  service  he  placed  the  accumulated  earnings 
of  his  life  in  the  Pennsylvania  stocks.  He  had  thus  far  seen  no  great 
reason  to  rejoice  at  this  determination,  having  found  it  as  he  pleasantly 
remarked,  as  difficult  to  recover  the  gold  which  he  had  deposited  with 
us,  as  it  was  to  get  rid  of  the  lead  which  we  had  deposited  with  him. 

But,  perhaps,  the  most  interesting  case  of  which  the  particulars  are 
known,  is  that  of  the  Rev.  Sydney  Smith,  and  we  appeal  to  it  with  the 
greater  freedom,  as  he  has  himself  made  it  a  matter  of  public  comment 
by  addressing  a  petition  upon  the  subject  to  Congress,  and  of  another 
more  recent  publication  in  England  Mr.  Smith  was  previously  well 
known  and  universally  respected  in  this  country,  as  one  of  the  most 
eminent  writers  and  most  conspicuous  friends  of  liberal  political  prin¬ 
ciples  in  Great  Britain.  He  is  the  person,  as  he  tells  us  himself, 
in  a  sketch  of  his  own  life  prefixed  to  his  miscellaneous  writings,  who 
originally  suggested  the  plan  of  the  Edinburgh  Review,  was  its  first 
editor,  and  has  been  ever  since  one  of  its  ablest  contributors  on  moral 
and  political  subjects.  When  we  recollect  the  immense  influence,  and 
that  in  general  of  the  very  best  kind,  which  has  been  exercised  by  that 
journal  in  Europe  and  America--the  complete  revolution  which  it 
effected  in  periodical  literature  and  criticism,  substituting  a  high  and 
manly  tone  of  discussion,  for  the  insignificant  trivialities  of  the  pre¬ 
ceding  Reviews  and  Magazines;  when  we  recollect  the  vigor,  perse¬ 
verance,  and  steadiness,  united  with  all  the  necessary  prudence  and 
good  temper,  with  which  it  has  defended,  throughout  its  long  career, 
and  continues  to  defend,  up  to  the  present  day,  the  cause  of  rational 
liberty,  and  the  manliness  with  which  it  has  on  several  occasions  stood 
forth  in  support  of  our  country  against  the  unjust  pretensions  of  Great 
Britain  — the  wit,  learning,  and  eloquence,  which,  for  nearly  half  a 
century,  have  constantly  radiated  from  its  pages — when  we  recollect, 
in  short,  the  whole  character  and  conduct  of  this  remarkable  and  still 
unique  journal,  we  may  say,  with  safety,  that  Mr.  Smith,  as  its  founder, 
first  editor,  and  one  of  its  leading  contributors,  has  as  strong  claims 
upon  the  gratitude  of  the  friends  of  liberty  and  humanity,  especially  in 
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this  country,  as  perhaps  any  Englishman  of  the  present  day.  In  his 
vigorous  manhood,  he  composed  with  Brougham,  Jeffry,  Mackintosh, 
Holland,  and  a  few  other  kindred  souls,  that  brilliant  constellation  of 
patriots  and  scholars,  to  which  American  eyes  were  constantly  turned, 
when  they  had  occasion  to  look  to  other  countries,  either  for  sound 
expositions  of  political  and  moral  philosophy,  or  for  aid  and  support  in 
the  dark  hour  of  our  country’s  fortunes.  Of  the  intellectual  heroes 
who  composed  this  brilliant  group,  some  have  already  gone  to  receive 
their  crown  in  a  better  world — the  rest  have  passed  the  period  of  their 
greatest  activity,  and  ought  to  be  enjoying  the  repose  of  a  serene  old 
age,  in  the  midst  of  admiring  friends,  and  all  the  worldly  comforts 
which  the  closing  period  of  life  so  imperiously  requires.  But  the  ser¬ 
vices  which  Mr.  Smith  has  rendered  to  the  world,  immense  as  they  are, 
are  not  of  the  kind  which  the  world  generally  repays  very  largely  in 
wealth  and  honor.  Empty  praise  rather  than  solid  pudding  is  the  com¬ 
mon  stipend  of  literary  labor,  and  for  a  conspicuous  writer  in  an  oppo¬ 
sition  journal,  the  patronage  of  government  was  of  course  out  of  the 
question.  While  mitres,  prebends,  and  pensions  were  distributed 
about,  at  random,  among  those  who  were  willing  to  employ  what  little 
influence  they  might  possess,  in  strengthening  the  hands  of  govern¬ 
ment,  it  was  the  natural  lot  of  such  a  man  as  Mr.  Smith,  to  work  hard 
through  life  for  very  little  pay,  and  it  is,  perhaps,  the  greatest  of  his 
merits,  that  he  manfully  resisted  the  temptations  to  become  rich,  with 
which  Satan,  in  his  present  wiser  period,  most  successfully  assails  his 
victims,  and  was  contented,  as  he  pleasantly  remarks  in  one  of  his 
articles,  to  reside  in  the  country,  and  cultivate  letters  upon  oatmeal. 
At  length  his  political  friends,  by  a  sort  of  accident,  obtain,  for  the 
time,  the  control  of  the  Administration,  and  Mr.  Smith  receives  a 
preferment,  which  enables  him,  with  strict  economy,  to  accumulate  a 
scanty  fund,  intended  to  be  a  resource  and  consolation  under  the  in¬ 
creasing  wants  of  advancing  years.  His  admiration  for  our  institu¬ 
tions,  leads  him  to  invest  this  precious  hoard  in  American  stocks. 
“  I  loved  and  admired  America,”  he  says,  in  a  later  publication  ;  ‘‘I 
thought  the  United  States  the  most  magnificent  picture  of  human  hap¬ 
piness.”  The  consequence  has  been,  to  state  it  in  his  own  energetic 
language,  that  he  has  been  “robbed  and  ruined.”  If,  in  bringing  his 
wrongs  before  the  public,  he  has  expressed  himself  with  somewhat 
more  bitterness  than  good  taste  and  a  better  knowledge  of  the  facts 
would  justify,  let  us  not  think  too  harshly  of  him,  or  consider  his  lan¬ 
guage  as  a  mere  ebullition  of  selfishness.  Let  us  rather  regard  it  as 
an  effusion  of  mingled  horror  and  anger,  not  unnatural  in  an  ardent 
lover  of  freedom,  whose  fond  expectations  of  a  better  state  of  things, 
on  this  side  of  the  ocean,  have  been,  as  he  supposes,  sadly  dis¬ 
appointed. 

Such  is  the  case  of  Mr.  Smith,  and  there  is  reason  to  believe  that 
the  feature  which  stands  out  so  prominent  in  it,  namely,  that  he  was 
led  to  invest  his  property  in  American  stocks,  by  his  admiration  for 
our  political  institutions,  is  common  to  it  with  a  great  number — proba¬ 
bly  a  very  large  majority — of  the  others.  Tories,  who  feel  no  confi¬ 
dence  in  the  stability  of  our  government — who  consider  it  as  a  sort  of 
established  anarchy,  or  at  best  a  mere  Utopia,  without  consistency  or 
substance,  which  cannot  outlast  a  very  few  years — would  hardly  place 
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their  money  in  our  stocks  as  a  permanent  investment.  The  whole, 
or  nearly  the  whole,  of  the  capital  so  invested,  probably  belongs  to  the 
warmest  friends  that  we  have  as  a  nation  in  the  three  kingdoms.  This 
consideration  does  not,  as  we  have  already  remarked,  heighten  the 
obligation  we  are  under  to  pay  our  debts  to  whomsoever  due,  but  must 
necessarily  very  much  augment  the  poignancy  of  our  regret  at  being 
compelled  even  temporarily  to  fail  in  justifying  the  confidence  that  has 
been  reposed  in  us.  When  the  Loyalists  of  our  revolutionary  period 
quitted  the  country  and  went  over  to  the  enemy,  our  fathers  felt  them¬ 
selves  authorized  to  confiscate  the  property  which  these  refugees  had 
left  behind  them.  Even  this  proceeding,  though  not  unusual  in  similar 
cases,  has  been  sometimes  thought  to  savor  of  harshness,  and  the  refu¬ 
gees  who  returned,  obtained,  in  all  cases,  a  restoration  of  their  estates. 
In  failing  to  make  good  our  engagements  with  our  foreign  creditors, 
we  virtually  confiscated  the  property  of  our  best  and  warmest  friends, 
for  no  better  reason  than  that  the  warmth  of  their  friendship  for  us  has 
induced  them  at  our  special  request,  and  for  our  own  benefit,  to  place 
their  property  in  our  hands.  It  is  impossible  that  anything  but  the 
pressure  of  imperative  and  absolute  necessity — which  certainly  does 
not  exist  in  this  case — would  ever  induce  a  people  which  possessed 
the  slightest  spark  of  honorable  feeling,  to  adopt  such  a  measure.  If 
we  could  suppose  for  a  moment — which  we  are  very  far  from  doing — • 
that  the  delinquency  of  the  principal  indebted  States,  as  for  example, 
Pennsylvania,  which  are  certainly  abundantly  able  to  meet  all  their 
engagements,  were  premeditated,  and  would  be  persisted  in,  we  should 
say  the  course  taken,  under  all  its  aspects,  would  in  fact  be,  as  it  has 
been  represented,  one  of  the  most  revolting  that  has  ever  occurred, 
and  such  as  would  fully  justify  even  a  more  scorching  comment,  if 
such  were  possible,  than  the  late  letter  of  Mr.  Smith. 

The  ample  ability  of  the  principal  indebted  States,  to  meet  their  en¬ 
gagements,  is  one  of  the  most  important  considerations  connected  with 
the  subject.  When  we  compare  the  trifling  amount  of  these  with  the 
extent  of  the  resources  of  the  country  in  general,  or  the  principal  in¬ 
debted  States  in  particular,  it  seems  wonderful  that  they  should  be 
looked  upon  as  a  burden,  or  that  a  punctual  provision  for  them  should 
have  been  attended  with  delay  or  difficulty.  The  total  amount  of  our 
foreign  debts,  of  all  descriptions,  has  been  variously  stated  at  from  two 
to  three  hundred  millions  of  dollars;  carrying,  of  course,  an  annual 
charge  for  interest,  of  from  ten  to  fifteen  millions.  Fifteen  or  twenty 
years  ago  the  total  annual  product  of  the  labor  of  the  people  of  the 
United  States,  was  estimated  at  fifteen  hundred  millions  of  dollars. 
With  the  rapid  increase  of  wealth  and  population  that  has  since  taken 
place,  it  cannot  now  be  less  than  two  thousand  millions.  The  burden 
imposed  upon  the  people  of  the  United  States  by  this  foreign  debt,  of 
about  two  hundred  millions,  with  its  accompanying  annual  charge  of 
ten  millions,  is  about  equal  to  that  which  would  be  imposed  upon  a 
private  gentleman,  with  an  annual  income  of  two  thousand  dollars,  by 
a  debt  of  two  hundred  dollars,  with  an  accompanying  annual  interest 
charge  of  ten  dollars.  If  a  gentleman  so  situated,  with  his  estate  in 
other  respects  entirely  unincumbered,  should  not  only  not  pay  up  this 
little  debt,  but  should  profess  to  be  greatly  embarrassed  how  to  provide 
for  the  annual  charge  of  ten  dollars,  and  should  even  permit  his  paper 
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to  be  dishonored  in  the  market,  by  failing  to  provide  for  it,  he  would 
certainly  pass,  to  use  the  mildest  terms,  for  a  very  incompetent  finan¬ 
cier.  Such  is  precisely  the  position  of  the  several  States  in  reference 
to  their  present  foreign  debt.  The  average  annual  increase  of  the 
population  of  the  United  States  for  the  interval  between  1840  and 
1850,  may  be  rated  at  about  a  million.  On  the  estimate  adopted 
above,  the  addition  of  every  new  million  to  the  population  adds  another 
hundred  million  of  dollars  to  the  annual  produce  by  the  labor  of  the 
people.  The  annual  increase  of  the  production  of  the  people,  which 
is  now  actually  going  on,  calculated  for  two  years  only,  would  pay  the 
whole  capital  of  this,  as  some  seem  to  think,  fatally  oppressive  debt; 
calculated  for  the  whole  interval  between  1840  and  1850,  it  would  pay 
that  capital  five  times  over.  These  estimates  are,  of  course,  not  given 
as  correct ;  they  are  intended  only  as  an  approximation,  and  the  appli¬ 
cation  does  not  depend  upon  their  strict  correctness ;  but  they  will  be 
recognized,  by  all  who  have  examined  the  subject,  as  moderate,  rather 
than  extravagant. 

It  may  be  said,  however,  that  this  debt  is  not  a  burden  upon  the 
whole  people  of  the  United  States,  but  that  each  indebted  State  is  sepa¬ 
rately  responsible  for  the  amount  it  owes.  This  is  no  doubt  true,  and 
it  is  worthy  of  remark  that  the  first  result  of  this  distinction  is  to  re¬ 
duce  very  much  the  amount  of  this  debt,  which  creates  any  difficulty. 
A  large  number  of  the  indebted  States  have  regularly  provided  for 
their  interest,  and  kept  their  credit  perfectly  good.  The  total  amount 
of  the  debts  in  regard  to  which  there  has  been  delinquency,  and  which 
have  in  consequence  been  depreciated,  is  not  more  than  half  of  the  whole. 
The  disproportion  between  this  amount  and  the  vast  resources  of  the 
country,  is  of  course  to  the  same  extent  more  enormous  than  we  have 
already  represented  it.  Some  of  the  delinquent  States  are  among  the 
wealthiest  in  the  Union,  and  the  insignificance  of  the  supposed  bur¬ 
den,  when  compared  with  their  resources  even  as  separate  States,  ap¬ 
pears  quite  as  striking  as  when  the  comparison  is  made  in  reference  to 
the  whole  Union.  The  population  of  Pennsylvania,  for  example, 
which  was  more  than  one  million  seven  hundred  thousand  in  1840, 
may  be  reckoned  for  the  average  of  the  ten  years  between  1840  and 
1850  at  two  millions.  On  the  mode  of  estimation  adopted  above,  this 
would  give  an  annual  product  of  two  hundred  millions.  The  product 
of  the  labor  of  the  people  of  Pennsylvania  for  one  year  would  pay  off 
the  capital  of  the  whole  debt  of  the  United  States.  The  debt  of  Penn¬ 
sylvania  herself  may  be  taken  in  round  numbers  at  forty  millions. 
The  product  of  the  labor  of  the  people  of  that  State  for  one  year  could 
pay  it  off  five  times  over.  The  annual  charge  imposed  by  it  at  five 
per  cent,  is,  in  round  numbers,  two  millions.  One  hundredth  part  of 
the  annual  product  of  the  labor  of  the  people  would  pay  the  whole. 
What  would  be  thought  of  a  wealthy  individual  in  active  business  who 
was  in  a  situation  to  meet  all  his  engagements  and  keep  his  credit  per¬ 
fectly  good  by  the  appropriation  of  one  per  cent  upon  his  income,  and 
who  should  yet  become  delinquent  ?  The  average  annual  increase  of 
population  in  Pennsylvania  for  the  ten  years  between  1840  and  1850, 
may  be  valued  at  a  hundred  thousand.  This  gives  an  annual  increase 
in  the  product  of  the  labor  of  the  people  of  ten  millions  dollars.  The 
increase  which  is  actually  taking  place  in  the  annual  product  of  the 
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calculated  labor  of  the  people  beyond  what  it  was  in  1840,  for  four 
years,  would  pay  the  capital  of  the  whole  debt  of  the  State  ;  and  cal¬ 
culated  for  a  single  year,  would  pay  the  interest  five  times  over. 

It  would  be  easy  to  apply  the  same  calculations  to  the  other  indebt¬ 
ed  States,  but  it  seems  unnecessary  to  extend  this  Article  by  introduc¬ 
ing  them  here.  It  is  worthy  of  remark  in  this  connection — and  this 
is  in  fact  one  of  the  strongest  points  in  the  case  against  the  States 
which  neglect  to  make  provision  for  their  debts — that  this  overflowing 
abundance  of  resources  is  owing,  if  not  wholly  or  chiefly,  at  least  in 
part,  to  the  effect  of  these  very  loans  in  augmenting  the  productiveness 
of  labor  and  the  general  wealth  of  the  country.  The  strict  obligation 
to  pay  a  debt  depends,  it  is  true,  in  no  degree  on  the  nature  of  the 
purpose  for  which  the  money  borrowed  is  employed  ;  but  there  are 
cases  in  which  the  claim  for  reimbursement  seems  to  be  strengthened 
by  considerations  of  their  character,  and  the  present  is  one  of  them. 
Had  the  money  borrowed  in  Europe  by  the  States,  been  wasted  in  sus¬ 
taining  unnecessary  wars  with  foreign  nations—  the  origin  of  most  of  the 
debts  that  now  encumber  the  governments  of  Europe — the  present  and 
future  generations  might  feel  some  reluctance  at  finding  themselves 
heavily  taxed  to  pay  the  charges  incurred  by  the  ruinous  follies  of  their 
fathers  and  forefathers.  Such  is  not  the  present  case.  The  money 
borrowed  has  been,  for  the  most  part,  employed  in  public  works,  in  a 
few  instances,  perhaps,  premature  ;  but  more  often  judiciously  planned 
and  skilfully  executed — requiring  nothing  but  a  moderate  lapse  of  time 
to  realize  the  highest  anticipations  which  have  been  formed  of  their 
productiveness,  and  already  adding  greatly  to  the  wealth  and  resources 
of  those  parts  of  the  country  in  which  they  are  situated.  Is  it  then, 
we  will  ask,  just  or  equitable  —  is  it  imaginable,  that  a  community,  in 
other  respects  fully  competent  to  meet  all  its  engagements,  should  re¬ 
fuse  to  provide  for  loans  the  proceeds  of  which  have  been  invested  in 
productive  works  that  are  actually  yielding  the  most  important  pecuni¬ 
ary  benefits  ?  Without  indulging  in  any  Utopian  visions  of  superhu¬ 
man  probity,  we  may  safely  say  that  delinquency  of  this  description  is 
inconceivable,  upon  any  of  the  principles  that  usually  regulate  the 
conduct  of  men  and  nations,  and  would  be  without  precedence  in 
ancient  or  modern  history. 

Such,  then,  on  a  general  view  of  the  matter,  is  the  case  before  us. 
The  States  have  solicited  and  obtained,  through  the  agency  of  the 
leading  European  bankers,  a  large  amount  of  property,  which  has  for 
the  most  part  been  actually  furnished  by  the  best  friends  of  our  insti¬ 
tutions;  the  States  have  invested  the  property  so  obtained  in  valuable 
public  works,  which  are  actually  yielding  large  profits,  and  promise 
still  greater  for  the  future  ;  the  States  are  fully  able  to  provide  for 
their  debts,  and  that  without  even  imposing  on  themselves  any  burdens 
that  would  be  severely  felt.  Although  in  consequence  of  the  causes 
above  alluded  to,  there  has  been  some  delay  in  providing  for  a  part  of 
these  debts,  it  cannot  be  doubted,  and  for  ourselves  we  firmly  believe, 
that  full  provision  will  be  forthwith  made  for  the  whole. 

Our  principal  object  in  the  present  Article  was  to  offer  an  outline 
of  the  general  considerations  that  bear  upon  the  whole  subject.  We 
had  intended  to  subjoin  a  few  remarks  upon  the  particular  cases  of 
some  of  the  indebted  States,  but  the  length  to  which  our  comments 
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have  already  extended  themselves,  will  make  it  necessary  to  compress 
what  we  have  to  say  further,  within  a  very  narrow  compass. 

In  looking  in  detail  at  the  financial  concerns  of  the  different  States, 
it  is  satisfactory  to  find  that  a  large  proportion  of  them  have  made 
timely,  honorable,  and  ample  provision  for  all  their  debts.  The  tem¬ 
porary  embarrassment  of  the  finances  of  the  General  Government 
threw  at  one  moment  a  shade  of  discredit  over  the  securities  of  every 
part  of  the  Union,  but  with  the  removal  of  the  cause  the  effect  has 
also  ceased.  The  credit  of  the  solvent  States,  as  well  as  that  of  the 
General  Government,  is  now  perfectly  good,  and  their  stocks  consider¬ 
ably  above  par  in  the  market. 

The  particular  circumstances  of  the  several  cases  of  the  delinquent 
States  are  somewhat  various.  In  some,  the  amount  of  the  debt  and 
that  of  the  taxes  which  would  be  necessary  to  provide  for  it,  when 
compared  with  any  which  have  been  heretofore  imposed,  are  so  great, 
as  to  have  created  alarm  and  hesitation  as  to  the  course  to  be  pursued. 
In  others,  constitutional  objections,  well  or  ill  founded,  have  been 
brought  against  the  validity  and  binding  character  of  the  loan.  In 
some,  the  loans  which  were  intended  to  meet  the  case  have  proved  in¬ 
sufficient,  and  in  others,  where  ample  provision  has  been  made  by  loan, 
there  has  been  a  failure  on  the  part  of  the  executive  officers  to  carry 
into  effect,  the  measures  prescribed  by  the  Legislature.  We  subjoin, 
in  conclusion,  a  few  remarks  upon  each  of  these  cases. 

That  of  Illinois  is  the  principal  one  under  the  first  class.  The  debts 
of  that  State,  which  nominally  exceed  fifteen  millions,  are  somewhat 
large,  and  the  public  works  in  which  they  were  invested  are  in  part  so 
entirely  beyond  the  present  wants  of  the  country,  that  they  will  proba¬ 
bly  not  be  completed.  This,  however,  is  not  the  case  with  the  canal 
which  connects  the  lakes  with  the  Mississippi,  and  completes  the  grand 
chain  of  communication  between  the  eastern  and  western  waters. 
This  will  be,  when  finished,  one  of  the  most  important  thoroughfares 
in  the  whole  country,  and  must  prove  immensely  productive.  In  Illi¬ 
nois  there  is  no  thought  of  repudiation;  it  is,  on  the  contrary,  very 
agreeable  to  see  the  Government  uniting  with  the  necessary  firmness 
and  energy  a  financial  skill  which  would  do  no  discredit  to  the  most 
intelligent  of  the  older  States.  Should  the  respectable  Commissioners 
who  are  now  engaged  in  investigating  the  whole  subject  on  the  spot, 
in  the  interest  of  the  bondholders,  feel  themselves  authorized  to  make 
a  favorable  report,  the  terms  offered  by  the  State  will  be  accepted,  and 
the  canal  will  be  completed  without  delay.  In  this  case  it  will  im¬ 
mediately  become  productive,  and  will  furnish  a  revenue  which  will 
prevent  all  further  difficulty  in  providing  for  the  loan  by  which  it  has 
been  constructed. 

Mississippi  has  the  unfortunate  distinction  of  being  the  only  State 
which  has  formally  refused  to  acknowledge  the  obligatory  character  of 
the  whole  or  any  part  of  her  debt.  It  is  here  and  here  only,  if  any¬ 
where,  that  the  violent  but  generally  vague  and  ignorant  declamation 
of  European  writers  against  American  Repudiation,  has  any  degree  of 
applicability.  It  is  required  by  the  Constitution  of  Mississippi,  that 
a  law  authorizing  a  loan,  before  it  can  be  carried  into  effect,  should 
be  passed  by  two  successive  Legislatures,  and  it  appears  that  a  part  of 
the  debt  has  been  contracted  in  pursuance  of  a  law  which  had  not 


17 


received  this  double  sanction.  The  act  was  undeniably  in  direct  and 
gross  violation  of  the  Constitution;  no  private  individual  similarly 
situated  would  be  under  the  slightest  legal  obligation  to  pay  a  debt 
thus  imposed  on  him  by  a  fraudulent  agent.  This  would,  no  doubt, 
be  a  sufficient  reason  that  Mississippi  should  declare  the  whole  trans¬ 
action  null  and  void  ;  but,  in  that  case,  the  first  practical  result  must 
necessarily  be  to  return  the  money.  The  act  was  at  least  accompanied 
with  such  circumstances  of  apparent  popular  acquiescence,  if  not 
sanction — the  money,  even  though  it  did  not  go  into  the  treasury  of 
the  State,  or  into  the  hands  of  any  of  its  authorities,  at  least  took  the 
direction  given  to  it  by  a  law  passed  by  all  the  concurrent  branches  of 
its  representative  government,  and  was  applied  to  a  purpose  deemed, 
though  most  erroneously,  to  be  of  public  benefit,  and  even  necessity. 
The  questions  of  right  and  duty  involved  in  the  case  are  at  least  so 
complicated  and  equivocal,  admitting  of  such  wide  and  sincere  differ¬ 
ence  of  opinion,  that  even  though  the  constitutional  and  legal  argu¬ 
ment  may  be  on  the  side  of  the  Anti-Bond  party  when  strictly  ana¬ 
lyzed,  yet  is  there  one  of  us,  who,  as  a  Mississippian,  would  not  feel 
that  he  would  hold  the  honor  of  his  State  like  the  honor  of  his  wife — 
not  to  be  even  suspected  or  accused  ?  On  this  ground,  then,  as  an  act 
of  high  and  chivalric  honor ,  if  not  of  plain  and  necessary  honesty,  we 
still  hold  that  the  whole  of  the  Mississippi  debt  must  yet  be  paid,  and 
will  yet  be  paid. 

Louisiana,  if  the  accounts  recently  circulated  of  some  of  the  pro¬ 
ceedings  of  the  last  Legislature,  are  correct,  must,  we  fear,  share  with 
Mississippi  the  discredit  of  actual  if  not  formal  repudiation.  It  is 
known  that  a  large  portion  of  the  debt  of  that  State  consists  in  bonds 
issued  for  the  purpose  of  supplying  the  capital  of  several  banks,  con¬ 
structed  on  the  same  principles  with  what  were  formerly  called  Land 
Banks,  with  an  obligation  to  lend  a  large  portion  of  their  funds  on 
mortgages  of  real  estate.  The  planters,  who  govern  the  proceedings 
of  the  Louisiana  Legislature,  of  course  adopted  this  measure  with  a 
view  to  their  own  accommodation,  and  after  it  went  into  effect,  most 
of  them  actually  borrowed  greater  or  less  sums  from  these  so-called 
property  hanks.  It  now  appears,  that  these  same  planters  have  neg¬ 
lected  to  provide,  in  their  legislative  capacity,  for  the  payment  of  the 
interest  due  on  these  bonds  of  the  State ;  and  having  thus  reduced 
their  market  price  to  about  half  their  nominal  value,  have  passed  a  law 
compelling  the  banks  to  receive  them  at  par.  By  this  ingenious  de¬ 
vice  the  planter  is  relieved  from  his  mortgage,  and  the  State  from  its 
debt,  in  a  very  economical  way,  at  the  expense  of  the  holders  of  the 
bonds,  who  are  swindled  out  of  half  their  property.  VVe  can  hardly 
believe  this  statement  to  be  strictly  correct,  and  sincerely  hope  that  it 
may  prove  not  to  be  so.  No  State  is  so  favorably  situated  for  main¬ 
taining  its  credit  at  the  very  highest  point,  as  this  great  emporium  of 
the  export  trade  of  the  country  ;  and  if  a  law  so  iniquitous  has  actual¬ 
ly  been  passed,  we  trust  that  the  earliest  opportunity  will  be  taken  to 
erase  it  from  the  statute  book. 

In  the  great  and  important  States  of  Pennsylvania  and  Maryland, 
which  are  among  those  most  largely  indebted,  laws  have  been  passed 
imposing  taxes,  which  it  was  thought  would  be  sufficient  to  meet  the 
charges  on  the  debts,  but  which,  from  accidental  circumstances,  have 
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not  proved  so  productive  as  was  expected.  It  is  quite  preposterous  to 
consider  these  as  cases  of  repudiation.  When  a  State  has  undertaken 
to  provide  for  its  debt,  and  has  actually  imposed  the  taxes  that  were 
thought  necessary  for  the  purpose,  there  can  be  no  imputation  upon  its 
good  faith,  although  some  discredit  may  rest  upon  its  skill  and  efficien¬ 
cy  in  the  management  of  its  finances.  There  can  be  no  reasonable 
doubt  that  the  same  correct  feeling  in  regard  to  the  whole  subject, 
which  led  to  the  imposition  of  the  taxes,  will  lead  to  the  adoption  by 
the  next  Legislatures  of  those  States,  of  such  further  measures  as  the 
case  may  require. 

The  public  debt  of  the  State  of  Maryland  is  estimated  in  the  late  an¬ 
nual  report  of  the  Treasurer,  at  $12,004,784,  exclusive  of  more  than 
three  millions  of  stock,  issued  to  the  Baltimore  and  Ohio  Rail-Road, 
which  has  not  been  negotiated.  This  stock  bears  an  interest  amounting 
annually  to  $050,021,  of  which,  however,  over  $00,000  accrues  to  the 
State,  it  being  payable  on  a  portion  of  the  stock  embraced  in  the 
above  amount,  which  has  been  purchased  for  the  sinking  fund,  so  that 
the  annual  charge  is  reduced  to  $505,458. 

The  ordinary  expenses  of  the  State  are  covered  by  taxes  of  a  perma¬ 
nent  character ;  and  in  order  to  meet  the  charges  on  the  debt,  the 
Legislature  imposed,  in  the  year  1840,  a  direct  assessment  of  twenty- 
five  cents  on  the  $100,  upon  all  the  taxable  property  of  the  State, 
which  was  estimated  at  $100,959,140.  The  annual  produce  of  this 
assessment  should  amount  to  more  than  $450,000.  Besides  this,  the 
income  and  plate  taxes,  of  which  the  produce  is  estimated  at  about 
$00,000,  and  the  income  of  all  the  public  works,  already  calculated  at 
about  $150,000,  and  which  must  increase  rapidly  as  they  are  gradual¬ 
ly  completed  and  brought  into  operation,  are  also  appropriated  to  the 
same  purpose.  These  various  funds,  if  rendered  available  to  the  extent 
at  which  they  are  estimated,  would  be  amply  sufficient  to  cover  the 
whole  amount  of  the  charges  on  the  debt  of  the  State,  including  arrears 
of  unpaid  interest,  amounting  to  about  $1,200,000,  which  it  is  pro¬ 
posed  to  fund.  Unfortunately  for  the  credit  of  Maryland,  the  direct  tax 
has  not  yet  produced  the  full  amount  that  was  calculated  on.  In  three 
counties  nothing  whatever  has  been  paid — the  collectors  that  were 
appointed  having  refused  to  undertake  the  duty.  In  several  others  a 
large  portion  is  still  in  arrears.  In  consequence  of  the  delay  and 
deficit,  in  the  collection  of  the  direct  tax  since  it  was  assessed,  and 
the  small  amount  of  income  from  the  public  works,  the  interest  on  the 
debt  remains  chiefly  unpaid  for  the  last  two  years.  But  it  would  seem 
from  the  above  facts,  that  an  improved  system  of  collection  of  the 
taxes  already  levied,  together  with  the  amount  of  income  which  may 
be  anticipated  in  future  from  the  public  works,  is  all  that  is  required 
to  enable  the  treasury  of  the  State  to  meet  its  engagements  in  future, 
and  fully  to  sustain  the  public  credit;  provided  the  arrears  of  interest 
can  be  discharged  by  means  of  a  new  loan,  or  an  issue  of  new  stock, 
the  interest  of  which,  as  proposed  by  the  treasurer,  shall  be  chargeable 
upon  the  income  of  the  sinking  fund.  It  is  apparent  that  it  must  be 
greatly  to  the  interest  of  the  State  to  adopt  this  course,  and  it  is  under¬ 
stood  that  the  attention  of  the  active  men  of  the  State  is  awake  to  the 
subject  in  view;  and  we  entertain  no  doubt  that  the  Legislature  will 
adopt  such  measures  as  may  be  necessary  to  render  the  taxes  available, 
and  thus  completely  retrieve  the  credit  of  the  State. 
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The  state  of  things  in  Pennsylvania  is  substantially  the  same  as  in 
Maryland.  The  public  debt  of  the  former,  amounts,  at  the  present 
time,  to  $39,0^4,000,  besides  a  balance  of  certificates  of  domestic 
debt,  amounting  to  $200,461,  carrying  with  it  an  annual  charge  of 
nearly  $2,000,000.  The  amount  of  revenue  derived  the  past  year  from 
sources  heretofore  appropriated  to  the  payment  of  interest,  including 
tolls  on  the  railroads  and  canals  exclusive  of  motive  power,  dividends 
on  turnpike,  bridge  and  navigation  stocks,  escheats,  and  the  income 
of  the  direct,  the  auction,  and  collateral  inheritance  taxes,  amounted 
to  $1,411,236;  but  the  income  from  these  sources  has  for  the  last  year 
and  a  half  been  diverted,  by  virtue  of  acts  of  the  assembly,  from  the 
interest  fund,  to  other  purposes,  and  especially  to  the  discharge  of  the 
domestic  debt,  and  the  payment  of  expenses  on  the  public  works. 
The  consequence  has  been  that  the  three  last  semi-annual  dividends  of 
interest  on  the  public  debt  have  been  left  wholly  unpaid,  and  the  debt 
has  been  increased  by  the  amount  of  those  dividends.  It  is  understood 
also,  that  there  is  no  adequate  provision  for  the  payment  of  the  divi¬ 
dend  of  interest  which  will  fall  due  on  the  1st  of  February  next. 

It  is  apparent  from  the  above  statements,  that  it  is  not  only  necessary 
that  the  revenues  heretofore  appropriated  to  the  interest  fund  should 
be  restored,  but  that  they  should  be  recruited  by  a  more  thorough  and 
equal  assessment,  and  by  additional  taxation,  to  enable  the  treasury  to 
resume  the  regular  payment  of  the  dividends  of  interest  of  the  public 
debt.  The  insufficiency  of  the  taxes  for  this  object,  and  the  diversion 
of  the  funds  already  provided  and  specially  appropriated  to  it,  have 
found  some  show  of  apology  hitherto,  in  the  disordered  state  of  the 
currency,  and  the  embarrassed  condition  of  private  affairs  throughout 
the  State.  These  embarrassments  are  now  in  a  great  measure  re¬ 
moved,  and  the  people  are  nearly  restored  to  their  usual  state  of  ease 
and  competency.  A  regard  as  well  for  the  reputation  and  honor  of 
the  State,  as  for  the  pecuniary  prosperity  of  the  people,  requires  that 
the  public  engagements  should  be  fulfilled,  and  that  the  public  credit 
should  be  sustained.  There  can  be  no  doubt  that  the  people  are  losers 
in  every  way  by  the  prostration  of  the  public  credit.  It  is  to  be.  pre¬ 
sumed  that  the  legislature  of  the  State  will  be  aware  of  this  fact,  and 
that  they  will  make  the  earliest  possible  provision  for  supplying  the 
deficiency  in  the  revenue,  from  a  due  regard  to  the  just  claims  of  the 
public  creditors,  as  well  as  to  the  true  interest  of  the  people. 


